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Commercialisation:	experience	
from	recent	Scottish	projects	



• Scottish	policy	context
• Heat	Network	Partnership	/	Scottish	Futures	Trust
• Low	Carbon	Infrastructure	Transition	Programme
• Commercialisation:	the	journey	from	OBC	to	FBC
• Some	lessons	from	recent	projects

Running	order



• Reserved	&	devolved	areas
• Scotland	specific	legislation	and	policy	targets
• Energy	Strategy	(December	2017)
• Scotland’s	Energy	Efficiency	Programme
• Ambition	to	increase	deployment	of	LC	heat	networks	
• Consultation	on	Local	Heat	&	Energy	Efficiency	Strategies	

and	Regulation	of	District	&	Communal	Heating
(Available	at:	http://www.gov.scot/Publications/2017/11/6232)	

Scottish	policy	context



• Est.	by	Scottish	Government	(2013)
• Collaboration	of	agencies	
• Promotion	and	support	of	DH
• Partners:	SFT,	RES,	EST,	SE.	
• Scotland	Heat	Map
• Tools,	guidance,	case	studies
(Available	at	http://districtheatingscotland.com)

Heat	Network	Partnership



Work	with	public	&	private	sectors



SFT’s	work	areas

World	class	infrastructure	for	
the	people	of	Scotland



• Focussed	on	business	models,	funding	and	financing
• Work	with	partners	to	achieve	a	successful	outcome
• Guidance
• Powers	of	(Scottish)	public	bodies	/	procurement
• Delivery	structures	for	heat	networks	
• Setting	up	ESCOs
• Guide	for	local	authority	project	sponsors
• Heat	supply	agreements

SFT’s	role	in	district	heating



Guidance	for	LA	project	sponsors	



• ERDF	funding
• Partnership	between	Scottish	Government	(lead),	
Scottish	Enterprise,	Highlands	&	Islands	Enterprise,	
Scottish	Futures	Trust	and	sector	specialists.
• Stimulate	commercial	investment	in	low	carbon	
• Range	of	support	mechanisms	– project	development,	
expert	advice,	financial	support	through	targeted	calls

• http://www.gov.scot/Topics/Business-Industry/Energy/Action/lowcarbon/LCITP

Low	Carbon	Infrastructure	
Transition	Programme



• To	accelerate	delivery	of	large	scale	transformational	
low	carbon	infrastructure	projects	in	Scotland

• Requirements:	scale,	innovative,	LC	technology,	and	
must	demonstrate	range	of	benefits	for	Scotland

• Expression	of	interest	->	OBC	->	Capital	support
• Match	funding	required
• Delivery	programme	to	meet	ERDF	requirements

Transformational	Low	Carbon	
Demonstrator	Call



• Governance
• Role	of	advisers
• Contracting	structure
• Route	to	market
• Heat	supply	agreements
• Risk	management
• Sanity	checking

Commercialisation:	OBC	to	FBC



• Leadership - critical	role	of	SRO
• Mobilisation – getting	the	right	
team	in	place	(quickly)	
• Objectives	
• Partner	interests	aligned?

• Project	Board	– good	practice
• Stakeholder	management
• Approvals - choreography

Governance



• Authority	as	‘intelligent	client’
• Continuity	of	advisory	team
• Joint	appointments	and	managing	conflicts	of	interest
• Budgets
• Managing	optimism	bias	– programme	/	cost
• Design	development	versus	scope	creep
• Asking	‘what	if….’	

Role	of	advisers



• Day	1	solution	– but	future	proof	
• Partnering with	the	private	sector
• Corporate	or	contractual

• Allocating	risk	
• Authority	risk	appetite
• Optimising	value	for	money

• Flexibility - ‘standard’	risk	allocation	–
but	is	it	right	for	your	project?

Contracting	structure



• Pros	and	cons	of	OJEU	/	frameworks
• Programme,	cost	and	quality
• Access	to	market	– demonstrating	
value	for	money

• Supplier	engagement	process
• Visibility	of	sub-contracts	

• Evaluation	criteria
• Contract	award	process	

Route	to	market



Fundamentals:
• Who	am	I	contracting	with?
• Nature	of	service	to	be	provided?
• What	are	the	service	standards?	
• How	are	these	enforced?
• Customer	&	supplier	responsibilities
• Physical	&	control	interfaces
• Tariffs	– and	mechanism	for	varying

Heat	supply	agreements	(I)



• Network	HSA	v	Customer	HSA
• Procurement	considerations
• Impact	of	regulation	
• Link	to	other	agreements
• Step-in	rights
• Heat	Trust	
• Contract	monitoring
• (New)	SFT	Guidance	

Heat	supply	agreements	(II)



• Active,	rigorous,	and	creative
• Governance – escalating	risks	/	
issue	to	Project	Board
• Audit	trail
• Common	challenges:	
• Interfaces
• Programme
• Off-take

Risk	&	issue	management



FBC	should	clearly	demonstrate:	

• project	will	achieve	its	objectives
• project	will	deliver	benefits
• risks	are	well	managed

…	represents	value	for	money
…	is	affordable
…	is	deliverable		

Sanity	check




